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INTRODUCTORY REMARKS

Mr, Chairman, it is a pleasure to sppear here today. As you have besn
told, Mr, McCone is away for a few days to take some leave and for other
activities, so I am appearing as the Agency's representative on HR 12923,

25X1A
with me today are JJJ nov Special Assistant to the

Direoctor of Central Intelligence but who for many years in the past was

conoerned with directing our clandestine services ot‘fort;%
our Director of Personnel; and _ our Legislative Counsel,

25X1A
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EXPLANATION AND JUSTIFICATION

To Accompany H.R. 12923, To Amend
The Central Intelligence Agency Act

Of 1949, As Amended, And For Other Purposes

Copy No. 2
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The remainder of this first page of text discusses the leglslative
means of accomplishing this, Unless you have some questions on this,
I would 1ike to go on to page 2,
-
-’
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EXPLANATION AND JUSTIFICATION

(Note: Bracketed portions only are classified.)

1. Purpose of Proposed Bill

a. The proposed bill permits the Agency to improve its retirement program
by suthorizing the establishment of a retirement system corresponding to that
of the Foreign Service.’' The Central Intelllgence Agency needs to attract and
retaln a force of highly motivated careerists who are intenslvely trained in
unique skills. However, the Agency is unable in fact to provide full-term
careers for many individual officers. In order to minimize the adverse effects
of necessary programs of managed attrition and to preserve its a&bility to re-
cruit and retasin the high celiber personnel it needs, the Agency must make
reasonable provision for the future of those individuals who must be separated
before completing a full-term career of thirty or so years. [ Therefore, Section
of the proposed bill adds a new paragraph (g) to Section 5 of the Central
igence Agency Act of 1949, as amended, authorizing the Director of Central
ence to exercise the authority avallsble to the Secretary of State under
Service Act of 1946, as amended, in order to establish a retirement
syetem corresponding to that aveilable to Foreign Service Officers
ber of Agency employees.

and disabil
for a limited

b. Since all prxisions pertaining to the retirement of Foreign Service
Officers are not contaihded in a single Title of the Foreign Service Act and
since 1t is possible that “ture amendments relating to retirement may occur
elsewhere than in Title VIIINghich is entitled "The Foreign Service Retire-
ment and Disebility System," it necessary to make genersl provision for
to adopt provislons of law applicable
to Forelgn Service Officers for AgencNemployees. Additionally, most of the
baslic trevel allowances and overseas benefits available to Foreign Service
personnel are suthorized for Agency employed®s by existing Section 4 of the
Central Intelligence Agency Act of 1949, as amdxded. However, emendments
to the Foreign Service Act over the years have of wgceesity required the
Agency to seek legislation periodically in order to keep such authorities
up to date and uniform with those available to Forelgn Bervice personnel.
Consequently, it is now proposed that the existing Sectlion™ of the Central
Intelligence Agency Act be rescinded by Section 2 of the propdvged bill. In
lieu of the rescinded authorities, the new Section 4 of the Cen
gence Agency Act authorizes the Director to adopt and apply to Age
provisions of law applicable to Foreilgn Service personnel and to exer
respect to Agency employees the authority avallable to the Secretary of
for the purpose of having Agency employees accorded appropriste benefits,
rights, and allowances now authorized for Foreign Service Officers.

S-E-C-R-E-T
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2. Problem

All regular employees of the Central Intelligence Agency are at present
covered by the provisions of the Civil Service Retirement Act. BSuch coverage
is appropriate for those whose conditlons, obligations, and terms of service
are comparable to those of federal employees generally. However, the Agency
has a serious problem in its need to make more adequate provision for certaln
of its employees who should be retired at an earlier age and with a more
equitable annuity than can be provided under the Civil Service Retirement Act.
This need stems from the fact that the Agency cannot provide to or expect
from many individuals in its service a full-term working career of thirty or
80 years.

3. Background

a. The conditions underlylng this situation are complex. For some years,
the Agency has recognized that it faces a serious dilemma. On the one hand,
the nature of its mission requires the employment of people who are highly
motivated and who develop unique and specialized abilities through thelr con-
tinuing training and service over the years. Moreover, the nature of the
Agency's mission requires that a substantlal proportion of its personnel
accept, as do members of the military services and the Foreign Service, the
obligation to serve anywhere in the world at the Agency's direction---not at
their own will---and to be available for duty on & 24-hour-a-dsy basis. In
sum, the employment of people to serve on a career basis is essential to fill
the majority of the Agency's requirements for personnel. On the other hand,
factors directly related to the nature and conditions of service in the intel-
ligence field and factors affecting the ability and desire of individuals to
remaln in such work on a long-term basis make it infeasible to provide full-
term employment for all careerists. '

b. The nature of the work involved in the Agency's operations requires
people who have a high degree of vigor, vitality, endurance, resllience, and
adaptability. Such traits are required to cope with the stresses and strains
occasioned by uneven and uncertain hours and days of work, duty in unhealth-
ful locations with less than adequate medical facilities, or arduous, and not
infrequently hazardous, assigmments. [fbr example, the responsibility of the
Agency for covert cold war functions and continuance of counter-insurgency
activities requires the Agency to employ numbers of individusls whose skills
are not necessarily adaptable to full-term careers;7

c. [ﬁhere is a further requirement that officers serving overseas must
normally perform their work under the cover of employment with some other
organization, a requirement which limits their long-term utility. The use-
fulness of an officer is seriously impaired if not destroyed if his true
employment affiliation is revealed. However, the longer he serves under
cover, and particularly if his cover must be changed in the course of moves
from one post to another, the greater becomes the risk that his true affilia-
tion will be Inadvertently revealed to or inferred by hostile parties.

2
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Finally, since most positions in cover organizations which can be made avall-
able for the Agency's use are those which would normally be manned by junior
personnel of the host orgenization, it 1s difficult to find appropriate cover
for any substantial mmber of officers of middle-age or over.

d:7 There are other factors pertaining to the individuals themselves
which, over the years, limit their ability and desire to contimue in overseas
gervice. First, there is "motivational exhaustion." This term is used to
describe a gradual lessening of interest and enthusiasm of an officer as a
result of impingements on his personal and family life. These stem from the
transient nature of his assigmments, the complications and restrictions of
security requirements, and intrusions on his femily life [Eécasioned by the
requirement that he spend his apparent "lelsure time" in performing additional
Agency duties after completing his cover workdax7. Further, while all Agency
employees are subject to security restrictions which place severe limitations
on their personal freedoms, employees serving abroad are subject to even greater
restrictions /and, in addition, must conduct their personal affairs in a manner
consistent with their cover employmen§7. These factors tend to lessen the
enthusiasm and willingness of the family to accompany the officer on further
assigmments overseas. Lastly, ouwr experience has shown that many employees
or members of their families will in time incur physical impediments which
1limit or preclude further assigmment overseas.

e¢. The dynamic nature of intelligence activities produces sudden and
sometines radical shifts in the types of personnel required. Completion of
a mission of a temporary nature or a shift in emphasis or direction of opera-
tions may result in an oversbundance of officers who are skilled in a rela-
tively narrow field. Their primary qualifications thus become obsolete or
unneeded and they become "occupationally surplus.”

4. Manpower Control

8. The Agency finds it increesingly necessary to Impose manpower con-
trols to ensure appropriete aligmment as to age, qualifications, and other
characteristics of its employees /engaged in conducting or supporting foreign
intelligence operation§7. Insofar as possible, imbalances should be and are
corrected by the reassigmment of offilcers who cannot or should not continue
in such work to other flelds of work in the Agency. It is a certainty, none-
theless, that encoureged and induced attrition will be necessary. A program
of managed attrition, however, 1s feasible only if it is linked with a system
of retirement benefits which are sufficilent to induce an employee or a pros-

pective employee to take the risk that he may be one of those individusls who
cannot serve a full-term career.

b. The seriousness of this risk to the individual is greatly augmented
by the difficulty which he will encounter in effecting a transfer from intel-
ligence activities to other govermment or commercial fields. The principal
reagon for this is that the speclal skills required for intelligence work
are not ordinarily required in other fields. Other reasons are the inability
of employees for security reasons to describe or confirm to a prospective

Approved For Release 2001/08/283 CIA-RDP75B00380R000800100001-6
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EXPLANATORY NOTES FOR CHART: COMPARISON OF PRINCIPAL PROVISIONS OF THE -~
CIVIL SERVICE AND FOREIGN SERVICE RETTREMENT SYSTENS

1, EMPLOYEE CONTRIBUTION: The employee!s contribution is the same under
elther system, |

2. MAXIMUM ANNUITY: Civil service permits B80% of base pay. This results
from 41 yeers 11 months of service, Foreign Servics permits 708 of base
pay which results from 35 years of servize, The lower limit under Foreign
Servioe is not significant sinoe cur entire emphasis is shortening total
length of servioces,

3. FORMULA FOR COMPUTING ANNUITY: The Foreign Servioe system uses a
straight 2% formila, Uader civil service, the formula is 1M for the
first 5 years, 1 3/L for the second 5 years, and 2% thersafter. You
will note that the aivil service system requires a reduction in amuity
for each yesr under 60, This amounts to 15% at ege 50, The Foreign ”~
Service system has no such reduction,

4o MANDATORY RETIREMENT: Genmerally, the Foreign Service mandatary retire-
mont age is 60, which is 10 years below that of the civil servios
system,

5. DISCONTINUED SERVICE/SELECTION OUT: While both systems have an age 50
with 20 years of servios featurs, as I have explained, there is a sub-
stantial increase in the amount of annuity under the 2 Foreign Servioce
formila dus to the fact that thsre is no actuarial reduction for /58,

In addition, Foreign Service Officers in Classes 1, 2, sand 3, with §
Yyears of service, receive an immediate anmuity regardless of sge, When
ineligible for sn immediate anmiity, officers in Classes L through 7
receive separation compensation,

”
The remaining features are gensrally comparable, howsver under the Foreign '

Servi.cengpsdonaF sereranst 200ider 28t e ROPESE0D3 S0RIGABO0LODKPL6
S-E~(~R-E-T
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employer the scope and level of hls dutlies and responsibilities. Further,
there is & reluctance on the part of other employers, both govermment and
private, who asre engaged in business overseas to hire s former intelligence
officer. This reluctance stems from their concern that the attitudes of
foreign officials toward their enterprises might be adversely affacted 1f
they were known to employ former intelligence officers.

c. As part of its manpower control program, the Agency has instituted
administrative procedures for identifying employees who became surplus to
its needs because of the several factors described ebove and has recently
engaged in an exercise which will result in the separation of approximately
150 such individuals. This process was made the more painful because of
the relatively inadequate assistance which the Agency could offer those
separated in making occupational transfers or in retiring prematurely. The
benefits available were limited to those provided under the discontinued
service provisions of the Civil Service Retirement Act and to modest sepa-
ration compensation payments from the Agency which are related to years of
service and salary.

5. Proposed Retirement System

a. In order to minimize the adverse effects of such programs on the
Agency's ability to recruit and retain the caliber of personnel needed, and
particularly to minimize thelr effects on the dedicated personnel already
in the service of the Agency, better provision must be made for the futures
of those individuals who are separated before completing a full-term career.
An important means for doing so is to establish a retirement system permit-
ting earlier retirement with a more nearly adequate and efuitable annuity
than 1is possible under the civil service retirement system. The Foreign
Service system is more suitable for those Agency employees whose careers
have involved comparable conditions of service. Appendix A compares the
pertinent provisions of the Foreign Service and the civil service retire-
ment systems. This chart is based on a simllar chart appearing in the
Report of the House Committee on Foreign Affeirs in the 2nd session of the
86th Congress. It was prepared at that time in comnnection with proposed
amendments to the Foreilgn Service Act of 1946, as amended, relating to the

N

retirﬁgﬁg? system which proposels were subsequently enacted into law.

b. Aside from the additional special requirements applicable to Agency
employment, employees who serve overseas are subject to essentially the
same conditions of service vhich were the basls for the development of the
Foreign Service retirement system. By adopting a system corresponding to
the Foreign Service system, the Agency can take advantage of the consider-
able study and experience which have gone into its development. [ft is
pertinent that more than 1,500 Agency employees are in fact serving under
Forelgn Service cover and are exposed to precisely the same conditions of
service./

c. Such & retirement system would not be appropriate for all Agency
employees and it is not the Agency's intention in requesting authority to

4
S-E-C-R-E-T
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EXPLARATORY WOTES
FCOR CRART:
APPLICATION OF MEW RETIREMENT STSTEM TO AGENCY POPULATION
This chart shows the estimated musbor of Agency employees who would
25X1A

be affected by this system and those that would not,

0f a total strwngth of roughly [ some e ¢ have the Ly

potential for meeting the eligihility criteris of the new relirement

systen, 25X1A
We ourrently have enployees cverseas, 25X1A
of the [ potentially eligivle, we estimate that a maximum of 25X1A
BEEi1) eventually qualify snd retire under this system. The ] -
difference results from failure to qualify and from attwritian,
Based on thesa figures, you osn ses that only approximately 30%
of our employess will partioipate in this system,
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establish such a system to apply it to all. The employees who are to be
deslgnated for coverage under this system will undergo a rigid seleotion
Process. The essentisl criteria for coverage under the proposed retirement
system would be as follows: ‘

(1) Ccareer employees whose duties and responsibilities are pre-
dominantly concerned with the conduct and support of intelligence operations
in foreign countries for with covert support in the United States of such
cperations under comperable conditions/.

(2) career employees whose duties are so specialized that they are
Placed at a special disadvantage when required to seek other employment.

6. Estimated Number of Employees under Proposed System

a. [The careers of more than W employees are directly oriented to
intelligence operations abroad. At any mament in time, approximately [ ]
are serving abroad while the balance are at headquarters as replacoments J
It is estimated that a maximum of only 30% of [6:' - Agency employees
will qualify for coverage under the new system; civil service retirement
will remsin the retirement system for all other employees.

N

- CHART

b. Normally, we would enticipate that an average of about 27 of these
employees would become eligible for optional retirement under the civil
service retirement system during each of the next five years. For the
reasons presented in Justification of our need for a retirement system com-
Pparsble to that of the Foreign Service » and to correct imbalances in the
age make-up of this group, we would hope, under the new system, to increase
the average number of retirements fram this group by about 40 in each of
these years. During the past year the average age of Agency personnel who
retired under the civil service retirement system wvas 66. We hope y in time,
to lower the average retirement age of those under the new retirement system
to about 55 years which is comparable to the average retirement age in the
Foreign Service.

T. Cost Estimates OMIT: Alternative text on next page.

. &. There will be certain increased costs for the administration of the
reti system. For reasons of efficlency and security, it is considered
essential tha administration of the program excluding maintenance of
the fund by the De of the Treasury (as required by law in the ease
of the Foreign Service Retir Fund) be accomplished within the Agency.
It is estimated that by the end of 8t five years the administration
of the proposed program would cost approximea 0,000 per year with an
increase of approximately eight man years. Interna nistration of the
program would include determinstions of eligibility and en nts, pay-
ment of retirement benefits, and all related administrative matters e~

5
~E-C~R-E~T
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- / Alternative Text on Coat Estimates_/

With your permission, I will deviats from the formal text of the
explanation again at this point and merely summarize the paragraphs on
cost eatimates, If you have questions on th’a details, I shall of courss
be glad to try to answer them,

We estimate that, when our proposed retirement program is fully

25X1A developed, the maxirum additional cost to the Government would be
-million annusally if it were fully and currently funded, However, it
has not been the practioce of the Government to fully fund its retirement
programs and actual appropriation costs to CIA would be substantially leass,
We have calculated the additional smmuity payout cost for the next five
years at $563,6L,0, This is based on an estimate of 67 people retiring each
- year at an average additional annuity cost of $671 each,

These costs would be substantially offset by the fact that there is a
considerable time lag in the chain of recruitment, reassignment, and promo-
tion actions which would result from these retirements,

As a final cost factor, we estimate that the cost to the Agency of
administering this program will increase over a fiwe-year period and level
off at about $80,000, This amount consists of the salaries and related
costs for eight employees,.

/ Skip Appendix A and turn to Tab 2 for additional remarks and
examples,

Approved For Release 208103428 .1CIA-RDP75B00380R000800100001-6
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< Progrem costs cannot be estimated with comparable precisicn. Never-
thelesk, reasonably valid estimates have been made on the basis of actuarial

experienge of the clvil service and Foreign Service systems. Besed on the 25X1A

nmillion anmually would be required. However, it has not been govermment
practice for many years to fully fund its retirement programs. Further,
there have been special charges against the Foreign Service Retirement Fund

retirement system for the hext five fiscal years. The estimate assumes a

target rate of 67 retirementh per year. Other assumptions, based upon

manpower studies and age and gxade characteristics of the eligible group,

contemplate an average retirement age of 55 years with 25 years of service

and an average high-five salary oX $11,000 (about the second step of grade

G8-13). Basic annuities computed Uxder the new system would be $5,500 as

egainst $4,829 under the civil servide system. The difference of $671

applied to the estimated average of 6T\retirements per year would result

in the following total increased annuity\payments for the years shown: 25X1A

25X1A

The chain of recrultment, reassigmment, and promotion sctiwns created
by this annual retirement of officers would result in & considergble lapse
in salary expenses. Assuming an average lag of slix months in thid process,
the reduction of expenditures would approximate $2,300 per retiremelt and
would total approximately M over a five-year period. This amownt
would almost offset the estimated increase in annuity payments for the\{irst
five years that the new system was in operation. 25X1A
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APPENDIX A

COMPARISON OF FOREIGN SERVICE RETIREMENT
AND DISABILITY SYSTEM WITH PERTINENT PROVISIONS

OF THE CIVIL SERVICE RETIREMENT SYSTEM
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COMPARISON OF FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM

w WITH PERTINENT PROVISIONS OF THE CIVIL SERVICE RETIREMENT SYSTEM*

)
Items

(v
CSR

@3)
FSR

)
Section

8
Comments

A. Coverage.

C. Bemlant.r

B. Contributions;

1. Compulsoly..ccecncnconacanes-
2. Voluntary...eccncccencecnn= aar

. ANDUMADLS. «.cemeeenrenamenenn

2. Reduocd annu'ti08...caucmans-«

3. Burvivor annuities:
() Married participant...

Jovernment employees gen-
erally, unless temporary, in-
termittent or sutiject to an-
other Federal retirement
system.

614 pervent of employoe’s basic
salary.

Agency countribution: of 6}
percent of employee's basic
salary. K

Maximum 10 percent of total
basic salary recelved since
Aui:. 1, 1820. Payable in

multiples of §25.

Annuity.—Based on high 5
averuge years of salary 134
percent times 5 years, plus
13 percent times next §
years, plus 2 percent times
all years over 10 years of
creditable service. Annuity
not to exceed 80 percent of
high Saverage salary.
educed annuity with bene-
fits to widow or widower.
Corresponding benefits to
each dependent child.

Rasle general formula,—Wid-
ow of widower (If survivor
annuity elected retiring
employee): 34 of all or whut-
ever portion of carned an-
nuity specified us base,
Annuity termlnates on
death or remurriage.

Employee's annulty reduced
b{ 2;& percent of 1st $2,400
of any amount specified as
buel (% sut c:o{ lane&u
plus percen o
amount over $2,400 Pp to
the full amount © em-
sle?ee.'a snnuity, spaci-

Children:
A surviviog wife or hus-
band: 40 percent of av-

erage salary divided by
number of children
$600; or 81,800 divided
b% number of children,
whichever is lesser,

No surviving wife or hus-
band: ¥4 average selary
divided by number of
chlldren; $720; or $2,160
divided by number of
children, whichever

lesser.

Children annultics terminate
at age 18 (or on recovery
from incapacity after 18),
marrlage or death. On ter-
mination of any child’s an-
nuity by death, wife or hus-
band's annuity by death,

All FRQ's, plus non-F=O's
who hove served us chiefs of
misslon for an ngeregate pe-
riod of 20 yeurs or more;
Foreign Service Staff

(F&%) officers and employ-
ees with 10 or more yeara of
continuous service in the
Foreign Service,

614 pervent of employoe’s basic
sulary.

Agency contribution of 64
percent of employee's basic
salnry.

Maxinium of 10 percent of
total basic salury recefved
since July 1, 1839, Payable
in multiples of 1 percent.

Bascd on high 5 nveruge years
of salary 2 percent times
total number years credit-
able service not to exceed 36
years,

gurviving childeen, widowers,
and dependent widowers
may be included a8 survivor
annultaots,

Widow or widower (if survivor
annuity elected by retiring
employee): ¥4 of atl or what-
ever partion of earned an-
nuity specified as biuse. An-
nultg terminates only on
death of widaw or widower.

Emplogﬁee'a annuity reduced
by 214 percent of 1st $2,400
of any amount specified as
base for survivor benefita
plus 10 percent of the
amount over $2,400 up to
the full amount of em-
K"&w“ annuity, if speci-

Chilldren:

A surviving wife or hus-
band: 40 percent of av-
erage salary divided by
number of children;
$600; or 81,800 divided
by number of children,
whichever is lesser,

No surviving wife or hus-
band: }4 average salary
divide b,); number of
children; §720; or $2,160
divided by number of
children, whichever ig

lesser.

Children annulties terminate
al age 18 (or on recovery
from Incapacity after 18),
marriage or death, Qn ter-
mination of any child's an-
nuity by death, wife or hus-
band's annuity by death,

803

821

804

821

temweane

Most Staft officers and em-

Eloyaea and Foreign Service

teserve officers are presently
covered by CSR.

FSR same as C3R.
Do.

Ajpproximately sarme ss CSR.

CE&R provides maximum 80
percent high 5 average. FSR
provides maximum 70 per-
cent high 5 average.

F&R provides survivorship
Imnufas comparable to those
of CBR.

Imwportant difference in the
WS8R provision is that the
nanuity of a surviving
widow or widower terminutos
mluy on death of such sur-
srivor,

PR same as CSR.

Tio

Do,

o.

* INFORMATION TAKEN FROM CHART ENTITLED "COMPARISON OF MAIJQOR PROPOSED CHANGES IN
THE FOREIGN SERVICE RETIREMENT AND RISABILITY SYSTEM WITH PERTINENT FRQVIGIONS
OF THE GiVIL SERVIGE RETIREMENT SYSTEM' APPEARING IN HOUSE QF REPRESENTATIVES

REPORTE NOS.
MENTE OF 1860.

1890 AND 2104,

BE6TH CQNGRESE, 2D SESSION, FOREIGN BERVICE ACT AMEND~
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m
Items

2
CSR

@)
FSR

(O]
Section

8)
Comments

C. Benefits—Continued

(0) Unmarried participant.

4. Death in service: )
(a) Widow-widowur. . ...

(b) Chilldren:

-
8. ‘Disability retirement.........
(a) Texexemption......
(b) Bar to double annuity
-

annuities of surviving chll-
dren are recomputed as
though person whose an-
nulty was terminated had
not survived deceased em-
ployee.

Person in whom annuitant
has insurable interest (if sur-
vivorship and reduced an-
nuity elected): Y4 of partici-

ant’s reduced annuity.

etiring employee’sannuity
reduced 10 to 40 percent de-
pending on differcnce be-
tween his age and age of
person designated to receive
survivor annuity. Survivor
annuity continues for life.

Widow or dependent widower:
44 of participant's earned
annuity payable until death
or remarriage or until wid-
ower becomes capable of
self-support.

Children:

A survlving wife or hus-
band: 40 percent aver-
age salary divided by
number of children;
$600; or $1,800 divided
by number of children,
whichever is lesser.

No surviving wife or bus-
band: ¥ average salary
divided by number of
children; $720; or $2,18)
divided by the number
of children, whichever
1s lesser.

After 5 years of clvillan serv-
ice: 8ame as full age and
service bencfit. (Guaran-
teed 40 percent of sverage
salary or annuity projected
to age 60 whichever Is
lesser.)

Elective survivor benefits
based on actual years of
service credit.

No provision.....eeceecaaan...

It receiving dlsablll% com-
nsation under ederal
mployees' Compensation

Act, 8ept. 7, 1816, is nnt
eligible for annuity for same
period but not barred from
greater benefit of either act.
Als? i3 not barred from re-
colving. annuity under this
sct by reason of own serv-

- ices while receiving con-

current] any _ payment
under Federal Employees’
Compensation Act by rea-
son of death of some other
person. If awarded lum

sum under sec. 17 of FEC,
amount covering period be-
yond effective date of an-
nuity must be refunded to
U.8. Employees’ Compen-

annulties of surviving chil-
dren are recomputed as
though person whose an-
nuity was terminated had
not survived deceased em-
ployee.

Designated beneficiary: 14 of
participant’s reduced an-
nuity. Retiring employee's
annuity reduced 10 to 40
percent depending on differ-
ence hetween his age and
age of person designated to
recaive survivor annuity.
Survivor's annuity contin-
ues for life.

Widow or dependent widower:
4 of particig:mt's earned
annuity payable until death
of surviving widow or de-
pendent widower or until
dependent widower becomes
capable of scll-support.

Children:

A surviving wife or hus-
band: 40 percent of aver-
age salary divided by
number of children;
$600; or $1,8X0 divided
by number of children,
whichever is lesser.

No surviving wife or hus-
band: L4 o erage salary
divided by number of
chlldren; $720; or $2,160
divided by the number
of children, whichever
is lesser.

Excludes from initlal 5 years’
free credlt granted for mill.
tary service for which no
contribution has been made
tothe fund. Limitsamount
of extra service credit that
can be sccredited to a dis-
abllity annuitant to the
difference ‘between his age
at the time of retlrement
and the msndawrfr retire-
ment age applicable to his
class in the Service,

Elective survivor  benefits
based on service credit upon
which participant’s annuity
is commputed.

Exempts disability annuity
from Federal income tax.
Same as civil service. ........

821

832

832

831

a3t

51
831

FSR does not require that the
designated beneficiary have
an insurable {riterest.

FSR. provides continuation of
widow’s annuity until death
and allows the survivor to
receive the annuity based on
at least 20 years of service.

FSH same as CSR.

De.

F81R same as CSR.

FSR provides minmum Serv-
fce credit of 20 years or differ-
ernice between age of partici-
punt at time of retlrement
and mandatory retirement
age, whichever 18 Jesser.

FSIRR provides tax exemptions.

F8.] same as CSR.
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@)
1tema

2)
CSR

®
FSR

)
Section

%)
Comments

C. Benefits—Continued

6. Discontinued service retire-
ment,

7. Disposition of contributicns in
excess of benefits racelved,

D. Creditable service:

1, Leave without pay..........

2. District of Columbia employ-
ment.

3. Tranafer of funds......... naese

E. Officers reculled or reinatated.........

F. Reemployment of annuitunts.........

sation Commission or be
deducted from annuity pay-
ments for that purpose,
ferred annulty payable at
62 If separated employee hds
5 years of clvillan service

crodit.

If deceased individual's con-
tributions are not returned
in the form of annuity (to
individual or his survivors),
the unreturned contribu-
tions must be pald to a des-
{ignated beneficiary; or in an
order of precedence to
u{ldow, chlldren, parents,
ete.

Includes: Leave of abeence
without pay granted during
covered employment while
performing active honorable
military sarvice;

Leave of absence without pay
granted during covered em-
gloyment while receiving

EOC benem,:

Civillan employment with
District of Columbis gov-
ernment.

No provision...ceeeneanmacanns

No provision exactly com-
parable.

Any annuitant reemployed
ultor retireinent for age or
hused on voluntary aepara-
tion or an involuntary sops-
ratlon for cause, or if rotired
for dlsubllity and s age 60
or over at the time of re-
employmsent, retning his
full annuity, but the salary
of hia position must be re-
duced by the amount of
annujty received,

Deferred annutty é)ayable at
age 80 If separated employee
has 8 years of civilian service

credit,

It deceased individual's con-
tributions are not returned
in the form of annuity (to
indlvidusl or his survivors),
the unreturned contribu-
tions must be paid to a des-
ignated beneflelary; or in
an order of precerence to
utrldow. children, parents,
ete.

Includes; Leave of absence
for active military or naval
servioe.

Includes leave of absenoe
granted during covered em-
g‘loyment while recelving

EQ benefits,

Includes civiliun employment
with Distriot of Columbia
government,

Provides for direct transfer to
FaR fund of all regular con-
tributions _(with interest)
made by officer or smployee
to other Government re-
tirethent system under
which previously covered.
Funda transfer discharges
other system of all tenefit
obligations based on service
involved,

Recomputation of annulty of
an officer recalled in the
'B‘ervloa and retired a second

Provl&el that reemploysd
Forelgn Service annuitanta
i S i o

B
ﬁg.n of thglgo annu tg' wmh
when wdded to ¢ l':{lll‘}'

841

851

(1)

an

FS8R provides payment of de-
ferred annuity at age 60.

F8R elines precedence l;‘n'ovl-
slons with those of C8R.

FBR sume as CSR.

Dc.

Dec.

At prosent persons becoming
participants in FSR system
may purchase prior service
credit by making a_special
contifbution to FSR fund
for such amount of service
credit as they elect to pur-
chaso. The new provision

rovides for the automatic
ransfer of contributlions in
another Qovernment syatern
to the FSR fund when a

racn hecomes a participant
n tho FSR system by trans.
fer from other Government
service.

FSR provides for potential
hightr combined incame for
mmlrloyed Forelgn Bervice
annultants and provides au-
thority to reemploy F80
retimd faor age.
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CONCLUDING REMARKS AND EXAMPLES

That, Mr. Chairman, completes the formal statement of Explanation and
Justification,

I would like to comment brisfly on the importance and urgeney of this
proposal, During his perlodic briefings of the CIA Subm~committee of this
Committee, Mr, McCone has discussed the reviews being conducted of Agency
organization and management prooesses, We have both had smple opportunity
to observe the people in the Agency. We have been deeply impressed by
their outatanding competence and dedication, Moreower, in the brief time
that I have been with CIA, I hawve been convinced that there are very few
Jobs elsswhere in Government or industry where individuals carry the weight
of personal responsibility that they bear in CIA and where the consequences

of error are so potentislly disastrous to the nation,

Now I would like to ask Mr. [ R 2o hee been in this inte111-
ol
gence business for about 19 years to give you just a few examples of the

situations in which our people find themselves,

.ﬁ—(: -
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Introductory Statement
25X1A

25X1A

25X1A

25X1A

25X1A
25X1A

25X1C

25X1C

Whatever the predicament, the unifying bonds among all the Agency's

persomnel abroed are: first, an intensive preoccupation with securing access
to secret Information which heas a bearing on U. S. intelligence requirements,
U. 8. internal security, the security of U. S. operations, ilnstallations and
personnel outside the country, and the advancement of U. S. interests and
objectives by political and psychological action; secondly, they all undergo

stresses and tensions, both psychological and physical, which permeate secret

operational activity at all times.

(continued)
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The cases which follow have been selected to 1llustrate these elements
in the performance of assigned duties abroad by CIA operatives. In certain
instances, place settings and chronology have been changed to obviate a
security risk to still current operational interests, otherwise, the details

and facts hew closely to the official record.

§-E-C-R-E-T
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Case No. 13

Subject, a tralning instructor at a tralning site in the Unlted States,
was engaged In sslvaging thermite from incendiary grenades for a sabotage
demonstration. The incendiary mixture became accidentally ignited and
subject endeavored to move the receptacle of flaming material away from s
building in which high explosives were being processed. The burns subject

received resulted in his death.
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Case No. 16

A GS-11 Audio Support Specialist who conducts countermeasure inspections

at Agency installations in this country and abroad. Alsoc gives technical

securlty briefings to staff employees on the threat of hostile audio surveillance.
Has been engaged in such technical, esoteric activity for esbout 6 years. During
this period he has served overseas, PCS for only 2 years but he has also‘been
required to make extensive and lengthy TIY visits to various areas of the
world.

The nature of this officer's work is such that he is required to travel
extensively, 1s denied opportunities for a stable tour overseas, has limited {

breadth of career opportunity, and would be at a great disadvantage in attempti g

/
to transfer his skills and training to other voecational fields.
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i'ﬁase No., 22

This case pertains to illness of a family while serving overseas.

This officer and his family had been stationed overseas in various areas of
the world during which the family suffered amebic dysentery, food poisoning, and
an unknown allergy causing the body to break out in blisters and cysts to develop
in the intestines. One child nearly died due to dehydration caused by constant
diarrhea plus an increased frequency of the normal ailments. In addition, the
pressures of these 1llnesses together with other factors comnected with overseas
living were contributing causes of the nervous breakdown of the wife which will
necessitate prolonged psychiatric treatment, The wife's nervous breakdown
resulted in the recall of the officer prior to completion of his overseas tour.

The long-range significance relative to the career utilization of this

wwdividual officer and numerous others with similar personal or family health
impediments is not yet known. An excessive number of such employees of limited

utilization would require corrective action,

~ S-E-C=R-E~T
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Case No. 24

This case pertains to the physical incapacitation of the wife of an officer
serving overseas.

The wife of this officer, while overseas at a hardship post, contracted an
ameblc abscess of the liver. This disabllity severely restricts the locations
to which this femily may now be assigned overseas and limits his utilization and
career development within the DDP, In addltion, his family life has bsen entirely
changed because of the care and attention which must hereafier be devoted to the

wife.

S—E«C=R=E-T
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EXPLANATORY NOTES FOR CHART: COMPARISON OF PRINCIPAL PROVISIONS OF THE -
CIVIL SERVICE AND FOREIGN SERVICE RETIREMENT SYSTEMS
1, EMPLOIEE CONTRIBUTION: The smployee's contribution is the same under

either system,

MAXTMUM ANNUITY: Civil service permits 80% of base pay. This results
from Ll years 11 months of service, Foreign Servioe permits 70% of base
pay whioh results from 35 years of service, The lower limit umder Foreign
Service ia not signifiocant since our entire emphasis is shortening total
length of servics,

FORMULA FOR COMPUTING ANNUITY: The Foreign Servioce system uses a
straight 2% formula, Under civil service, the formula is 13 for the
firat 5 years, 1 3/} for the second 5 years, and 2% thereafter. You
will nete that the civil service system requires a reduction in amuity
for each year under 60, This amounts to 15% at age 50, The Foreign
Servics system has no such reduction,

MANDATORY RETIREMENT: OCemerally, the Foreign Service mandatary retire-
ment age is 60, which is 10 years below that of the civil servioce
systen,

DISCONTINUED SERVICE/SELECTION OUTs While both systems have an age 50
with 20 years of servioe feature, as I have explained, there is a sub-
stantial increase in the amount of annuity under the 2% Foreign Servioce
formla due to the fact that there is no sotuwarial reduction for ags.
In addition, Foreign Service Officers in Classes 1, 2, and 3, with 5
Years of service, receive an immedlate anmuity regardless of age, When
ineligible for an immediate anmuity, officers in Classes L through 7
receive separation compensation,

remaining features are gemsrally comparable, however under the Foreign -
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[&n&( copyofchartatTabb,J (,

EXPLANATORY NOTES

FOR CHART:

APPLICATION OF NEW RETIREMENT SYSTEM TO AGENCY POPULATION

This chart shows the estimated number of Agency employees who
d be affected by this system and that would not.

would be Y 4 E%‘ﬁeA 25X1A
of a total strength of roughly N sorze I o2 heve

the potential for meeting the eligibility criteria of the new

i tem.
retirement system 25X1A

We cuz'x'ezné*g.<.l.1},lA have -amployees overseas.

Of the -potentia_'l_ly eligible, we estimate that a maximum
25X1A

of HJJEEi1] eventually qualify and retire under this system. The

25X1A

I difference results from failure to qualify and from attrition.
Based on these figures, you can see that only approximately

30% of our employees will participate in this system.

S-E-C-R-E-T
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Question No, 1 _

QUESTION: Why are you adopting the Forelgn Service Retirement syetem rather

then developing one of your own?

ANSWER : The Foreign Service system is a proven system that seems adaptable
to our needs, We are comparable in many respects. By adoption we

ocan keep pace with the Foreign Service in the future if their Act
is amended,

Also, by utilizing an existing system, we avoid creating an additional

gystem to add to the several already in effect in the Federal service,

Approved For Release 2g%%£§%gA-RDP75BOO380R0008001 00001-6
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Question No, 2

QUESTION: Will you please amplify on your need for this program now, 15 years
after the creation of your Agency?

ANSWER: We are just beginning to encounter problems in staffing our oversess
operational poaitions as a result of growing numbers of personnel
being restricted in mobility and assignability as a result of
physical impediments, age, family problems, and ocoupational
limitations, We therefore aim to use the 'proposed program as
another means to balance the composition of ocur operational corps

80 that we can staff effectively our overseas posltions,
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Question No, 3

QUESTION: You hawve made quite a case for a retirement program for your overseas
people and you present it with a note of urgency. Your Agency has
been in existence 15 years, however, and I wonder why wasn't this

problem presented to the Congress earlisr?

ANSWER s Thie proposal results from manpower studies we have been making over
the past few years which have convineed us that we face serious
problems of manpower imbslance in future years unless we plan now
& program of managed attrition, We have recently conducted an
exerclse to separate some 150 surplus personnel and this exercise
has proven the need for a better retirement program comparable in
anmuity benefits with that of the Department of State or the mili-
tary services to make such a progran morall& and psychologically

agoaptable,
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Question No. U

QUESTION: What is the basic reason you want this legislation?

ANSWER: Basically, so that we can offer a more attractive and equitable
career package to employees engaged in intelligence operations
and can manege our attrition more effectively than is possible
today. This will also aid us in reducing attrition among those
ve do not want to lose. It will, finally, permlt us to increase
our promotion rates where they should be increased by providing

adequate headroom.
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Question No. 6§

Q%ESTION:

ANSWER:

The Forelgn Service Retirement end Disability System 1s applicable
to members of the Forelgn Service Officer Corps, and to those
Foreign Service Staff officers and employees who have 10 or more
years of service. This is well defined. How do you plan to

define the extent to which you will apply this system within your

Agency?

We realize this gives us s more difficult administrative problem
than the Foreign Service has. However, the Director will promulgate
clear and precise regulations on this matter. Our entire effort
will be directed toward ldentifying the hard corps of personnel
whoge careers sre in fact concerned with foreign intelligence

operations.

3-E-C-R-E-T
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Question No,

QUESTIONs Do you anticipate a morale problem within your Agency due to the

fact that you will apply this program to some persons and not te
others?

ANSWER s No, The lines of applicability are rather clearly drswn on a
logical baslis, and we anticipate comple te suocess in establishing
criteria and procedures to identify thoée eligible,

' SeEnCmll o
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v 7
Question No,

QUESTION: How will we equate CIA GSe-salary schedule to Foreilgn Service for

payment of separation benefits?

ANSWER 3 Details of administration not worked out, Probably will equate
the dollar salaries at median of each grade range,

~— SmE~C~ReE«T
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Question No, B8

QUESTION:

ANSWER

Since the annuity for those retiring between the ages of 50 and 5%
is rather low, even under the Foreign Service system, considering
the expenses of the average person at that age, how do you foresee
that this will materially relisve your problem?

First of all, the Foreign Service ennuity is considerably better
than oivil service, In addition, the reemployment features of

the Foreign Service system are better in that an anmuitant who is
reemployed elsewhere in the federal service may retain that portion
of his annuity which, together with his new salary, does not excaed
the amount of his salary rate at the time of retirement, Lastly,
we do not anticipate that many people will cease to be gainfully
employed after retiremont at ages of 50 to 60, We do feel that
they must initially have the financial security of a reasonable
ammuity and we anticipate that subsequent employment will necessarily
amd most 1ikely be at lesser salary lewvels,
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Question No. 9

Q@ESTION: Why is the Agency willing to accept s reduction in maximum annuity
from 80% to 70% for employees who are placed under the proposed

new system?

ANSWER: Very few, if any, will ever achleve over 35 years of service. The
loss of benefit is negligible or non-existent relative to more
important benefits of the Foreign Service retirement system for

the group of employees to be covered.

At S-E-C-R=E-T
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Question No, 10

QUESTION: Will you amplify on the nature of the obligation of your
careerists for service at the Agency's discretion?

ANSWER ¢ Each Agency employee 1s, for purposes of career management and
development, a member of a "career service" which represents a
broad area of vocational specialization, Those career services
which embrace overseas activitiee have service obligations
(including the obligation to serve anywhere in the world and at
Agency direction) to which each member thereof is subject,

Refusal to so serve without reasonable and acceptable justification

is and has been grounds for dismissal.

5-E=C~R-E~T
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Question No, 11

QUESTION:

ANSWER :

Could you comment further on your statement that you require
people who are highly motivated with unique and specialized
abilities?

We need people who are patriotic and who have a real interest in
international affairs., They must have a sufficlently sﬁong
desire to serve their country to be willing to work under the
conditions that I have described; they mist be willing to live
in anonymity and relative obscurity and to forego the public
recognition that accompanies sucoess in many other fields of
work; and they must be willing to accept & lower ceiling on their

econond ¢ career expectations than in non-governmental fields,

Concerning the point on unique and specialized abilities, I
might point out that the tradecraft of intelligence operations
is not taught in our universities nor can it be acquired in

civilian commerclial enterprise,

; - 800100001-6
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Question No, 12

QUESTION: You are seeking early retirement and you hawve considerabls justi-
fication to back up your request; however, you have sald nothing
regarding a program comparable to the Foreign Service's selection

out program, What is your plan?

ANSWER : We clearly anticipate the need for a managed attrition program.
We have not yet developed the details of such a program,
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Quastion No, 13

QUESTIONs Will this result in a reduction of oceiling directly proportionate
to the nmumber separated?

ANSWER 3 Né! This is not a cut~back, We need additional young people

and have already planned an increased staffing in the entrance
age categories,

S-E~-C-R-E-T
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Question No, 14

QUESTION: Will you be more specific about the requirements for vigor,

vitality, endurance, etc.?

ANSWER : a, Many assignments are inherently highly physical - paramlitary
activities, for example, Employees engaged in such work frequently
live and work intimately under the most primitive conditions of

“hardship in providing training, support, and leadership to
political factions being supported in accordance with U, S, policy. -

be Regularized hours and days of duty are incompatible with ma jor
segments of operational activities, Late hours of work are an
intrinsic requirement when activities must be conducted under
the concealment of darkness or camouflaged in the guise of
social activities, Aside from this, the further requirement
to perform a cover jJob during normal working hours neoessitates
the conductive of clandestine activities at other times,

from one-man stations to a few of considersble size, A substan-
tlal number of these posts are in unhealthful, remote, uncivilized,
and poorly equipped areas of the world, In recognition of these
conditions, the Agency has found it necessary to require
exceptionally high standards of physical health and mental
stabllity for those who will be assigned to such areas,

S5=-E-C-R-E-T
Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6



Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6

Swf«C~R-E-T

Question No, 15

QUESTION:

ANSWER ¢

You have made an interesting statement about the reluctance of

other employers to hire "former sples." Could you give us some

examples?

The U.S., Government provides ons of the best examples in the Peacs
Corps. They are most anxious that there be no occasion for the
impression that the Peacs Corps might conceivably be used as cover

for an intelligence agent,

Commercial enterprises with overseas offices and installations are
snother example, These companies msed good relations with the
local governments, obviously, and cannot run the risk of having
their activities dlscredited by suspicion that they are being

used as cover for espionage,

5-E-C-R-E-T
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- Suestion No. 16

QUESTION:

ANSWER:

You have Indlicated that there were several areas in which your
personnel progrem was deflcient and that you are working -on them.
You have mentioned specifically the matters of retircment and
supergrades. What are some of the other areas involved and what
are you doing about them?

One of the improvements which we have already accomplished is on
our efficiency reports. We felt tha? they were not as useful as
they might be and have Jjust adopted & new system of reporting and
for evaluating the reports. At the same time, we are taking
various steps to impress on supervisors the need to be both frank

and accurate in these reports.

The metter of pay for scientific and technical personnel is another
erea of concern. I believe that we are one of only & few agencies
vhich does not now have a special pay system for these people. We
are working on this now but our plan is not specific enough to

describe in detall as yet.

Also, we have appointed a task force to look at our personnel
program and they are coming up with some recommendations for
action. By and large, I think the areas in which we want to
work are in improving supervisory practices, in developing a
better career planning system, and in enlarging our personnel

gservices and recognition programs.

am o -
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Question No. 17

-
QUESTION:
ANSWER:
-’

You have explained to us why it is necessary for you to have a
program of managed atirition end how you propose to use early
retirement as one of your mechanisms for handling your manpower
problems. Can you tell us about some of the other steps you have
taken or contemplate?

The exercise which I mentioned regarding the separation of surplus
personnel is one example. Tt was in large part as a result of the
lmpect of this action in a number of individual cases that I was
convinced that we should seek prompt action to provide better for
the people who must be separated before they have worked a full
career span.

Algo, for the past few years, we have followed the practice of
encouraging our people to retire as goon as they are eligible to
do 80. Generally this means that they retire when they reach age
60 if they have 30 years of service or at age 62 if they have 5
years of service. We moved into thils program somewhat slovly so
that the people affected could meke or adjust their personal
retirement plans to 1t. We are now set up 8o that we can let
people know several years in advance when they will be eligible
for retirement and can work and counsel with them in planning for

it.

5-E~C~R-E-T
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2 August 1962

Honorable David E. Bell
Director

Bureau of the Budget
Washington, D. C.

Dear Mr. Bell:

In accordance with Bureau of the Budget Circular A-19, revised,
there are enclosed four coples of a draft bill, "To amend the Central
Intelligence Agency Act of 1949, as amended, and for other purposes.”
This bill 1s submitted for clearance by the Bureau of the Budget prior
to submission to the Congress. Also enclosed are copies of the expla-
nation and justification which are necessarily classified SECRET,
together with proposed letters of transmittal to the President of the
Benate and the Speaker of the House.

The proposed legislation would authorize the Director of Central
Intelligence to establish & retirement snd dlsability system corre-
sponding to that avallable to Forelgn Service Officers for certain
limited numbers of Agency employees. We have studied most carefully
the sublect of an gppropriate retirement progran for these employees
and have concluded that the proposed bill would fulfill our require-
ments. Consequently, I consider ite enactment into law essential to
the effective performance of our mission.

I sm aware of the normal procedures required in the rrocessing of
proposed legislation. I believe this bill warrants speclal considera-
tion and I urgently request you to give this matter high priority since
we ere hopeful of having legislation introduced and passed in this
session of the Congress. If there is any additional informstion needed
or if there is any way this Agency can amgsist in your consideration of
the proposed hill, I assure you of our willingness to cooperste in
every way possible.

Sincerely,

/s/

John A. McCone
Director

Enclosures -~ 4

S=F~C-R-E~T
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CENTRAL INTELLIGENCE AGENCY
WASHINGTON 28, D..C.

OFFICE OF THE DIRECTOR
T August 1962

Honorable David E. Bell
Director

Bureau of the Budget
Washington 25, D. C.

Pear Mr. Bell:

In his letter to you of 2 August 1962, the Director of Central
Intelligence submitted for clearance by the Bureau of the Budget a
draft bill "To amend the Central Intelligence Agency Act of 1949, as
amended, and for other purposes." Enclosed as Attachment 1 is an
estimate of the costs of the proposed legislation prepared by the
Agency after discussion with persons experienced in the field in the
Department of State and the Civil Service Commission.

For your assistance in considering the proposed bill, there 1is
enclosed, as Attachment 2, a chart which is a comparison of the
pertinent provislons of the Foreign Service Retirement System and the
Civil Service Retirement Act. This chart is based on a similar chart
eppearing in the Report of the House Committee on Foreign Affairs in
the 2nd session of the 86th Congress. The chart was prepared at that
time in connection with proposed amendments to the Foreign Service
Act of 1946, as amended, relating to the retirement system which pro-
posals were subsequently enacted into law. Enclosed as Attachment 3
are selected cases which illustrate the annuities payable in various
situations under the Forelgn Service Retirement Bystem as contrasted
with the Civil Service Retirement Act.

As & matter of additional information, the total number of Agency
employees serving abroad under various cover situstions ranging from

An approximately equal number of Agency employees at headq ers are
availeble for assignment to these positions abroad either on a rota-
tional basls or as replacements. It is the people in this composite
group of over lluerbers who are obligated to serve anywhere in the
world as in the Foreign Service and in the military services. It is
basically from this group that individuals wlll be selected &s

Approved For Release 2001Iéggag-LDP7SBOO380ROOOSOO100001-6



25X1A

Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6

SECRET

qualified under the Agency criteria to come within the proposed
retirement system. Simply serving a tour abroad will not auto-
matically or of itself qualify an individusl for coverage under
the new system. Of the total group, we have estimated that a
meximum of only 111 demonstrate the required career
orientation and fully satisfy the eligibility criteria. This
reflects the Agency concept of strict application of the criteria.

I would like to express my appreciation for the efforts of
your office in assisting the Agency and the prompt attention
which our request has received.

25X1A

Mershall 8. Carter
Lieutenant General, USA
Acting Director

Enclosures ~ 3
Att 1
Att 2
Att 3
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EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 25, D.C.

AUG 13 1962

Honorable John A, McCone
Director of Central Intelligence
Central Intelligence Agency
Washington 25, D. C.

Dear Mr., McCone:

This is in reply to your request of August 2, 1962, for advice on a draft
of a bill "To amend the Central Intelligence Agency Act of 1949, as
amended, and for other purposes."

A change in the proposed Section 4 18 recommended in order to define the
provisions of the Foreign Service Act of 1946, as amended, to be extended
to the authority of the Director of Central Intelligence. This change
has been discussed with and agreed to by your staff.

In discussions with your staff, agreement has been reached that, subsequent
to enactment of any legislation along the lines of your draft bill, agency
regulations for the operation of the retirement and disability system and
agency criteria for selection of officers and employees to be eligible for
coverage under the system, will be submitted to the Bureau of the Budget
for approval prior to activation of the system.

It wes also agreed that, whenever the Administration seeks uniform legis~-
lation covering retirement and related provisions for personnel engaged
in foreign operations, CIA will be included in such a comprehensive
system.,

Subject to the above, the Bureau of the Budget advises that there would
be no objection to the presentation of your proposed draft bill from the
standpoint of the Administration's program.

Sincerely yours,

-
4

Phil¥ip S. Hughes
AssiBtant Director for
legislative Reference
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14 August 1962

Honorable Carl Vinson

Chalrman, House Armed Services Committee
House of Representatives

Washington, D. C.

Dear Mr. Vinson:

Recently I spoke to you about the possibility of submitting
legislation to the Congress in this session relating to an im-
proved retirement program for certain limited numbers of Agency
employees. Since that time, the Bureau of the Budget has studied
our proposal intensively. We were advised yesterday that the
Bureau of the Budget would have no objection to the presentation
of a proposed bill from the standpoint of the Administration's
progranm.

I have today written to the President of the Senate and the
Speaker of the House transmitting copies of the draft bill and
am enclosing copies of these letters for your information. In
addition, I am attaching an "Explanation and Justification" of
this proposed bill which is necessarily classified SECRET. The
claessified portions of the text are enclosed in brackets. Dele-
tion of the classified material would meke available appropriate
material for inclusion 1n a Committee report.

Your cooperation will be appreciated since I believe this
matter has considerable urgency. Please advise if I can provide
any additional information or be of any possible assistance.

Sincerely,

John A. McCone
Director

Enclosures - 3

Distribution:
0&1 - Addressee 1 - ExDir
1 - DCI 1 - Comptroller
1 - DDCI 2 - Leg Counsel
1 - ER 2 - D/Pers
1 - DD/S
5-E-C-R~E-T
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14 August 1962

Honorable John W. McCormack
Speaker of the House of Representatives
Washington, D. C.

Dear Mr. Speaker:

This letter transmits for the consideration of the Congress a proposed
amendment to the Central Intelligence Agency Act of 1949, as amended. The
proposed bill permits the Agency to improve its retirement program by author-
izing the establishment of a retirement system corresponding to that of the
Foreign Service. The Central Intelligence Agency needs to attract and retain
a force of highly motlvated careerists who are intensively trained in unique
skills. However, the Agency is unable in fact to provide full-term careers
for many individual officers. In order to minimize the adverse effects of
necessary programs of managed attrition and to preserve its ability to re-
cruit and retain the high caliber personnel 1t needs, the Agency must make
reasonable provision for the future of those individuals who must be sepa-
rated before completing a full-term career of thirty or so years. Therefore,
Section 3 of the proposed bill adds a new paragraph (g) to Section 5 of the
Central Intelligence Agency Act of 1949, as amended, authorizing the Director
of Central Intelligence to exercise the authority available to the Secretary
of State under the Foreign Service Act of 1946, as amended, in order to estab-
lish a retirement and disabllity system corresponding to that available to
Forelgn Service Officers for a limited number of Agency employees.

Since all provisions pertaining to the retirement of Foreign Service
Officers are not contained in a single Title of the Foreign Service Act and
since 1t is possible that future amendments relating to retirement may occur
elsewhere than in Title VIII, which is entitled "The Foreign Service Retire-
ment and Disabllity System," it 1is necessary to make general provision for
the Director of Central Intelligence to adopt provisions of law applicable
to Foreign Service Officers for Agency employees. Additionally, most of the
basic travel allowances and overseas benefits available to Foreign Service
personnel are authorized for Agency employees by existing Section 4 of the
Central Intelligence Agency Act of 1949, as amended. However, amendments to
the Forelgn Service Act over the years have of necessity required the Agency
to seek legislation periodically in order to keep such authorities up to date
and uniform with those avallable to Foreign Service personnel. Consequently,
it 1s now proposed that the existing Section 4 of the Central Intelligence

Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6



Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6

Agency Act be rescinded by Section 2 of the proposed bill. In lieu of the
rescinded authorities, the new Section 4 of the Central Intelligence Agency
Act authorizes the Director to adopt and apply to Agency employees provisions
of law applicable to Foreign Service personnel and to exercise with respect
to Agency Employees the suthority available to the Secretary of State for
the purpose of having Agency Employees accorded appropriate benefits, rights,
and allowances now authorized for Foreign Service Officers.

We consider enactment of the proposed bill to be essential to the effec-
tive performance of our mission and would appreciate early and favorable
consideration. The Bureau of the Budget has advised that there is no objec-
tion to the presentation of the proposed bill to the Congress from the
standpoint of the Administration's program.

Sincerely,

John A. McCone
Director

Enclosure

Distribution:
0&1 - Addressee
- DCI
- DDCI
- ER
- DD/s
ExDir
- Comptroller
-~ Leg Counsel
- D/Pers

PO b
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14 August 1962

Honorable Richard B. Russell

Chairman, Senate Armed Services Committee
United Stetes Senate

Washington, D. C.

Dear Senator Russell:

Recently I spoke to you about the possibility of submitting
legislation to the Congress in this session relating to an im-
proved retirement program for certain limited numbers of Agency
employees. Since that time, the lureau of the Budget has studied
our proposal intensively. We were advised yesterday that the
- Bureau of the Budget would have no objection to the presentation
of & proposed bill from the standpoint of the Administration's
program.

I have today written to the President of the Sepate and the
Speaker of the House transmitting copies of the draft bill and
am enclosing copies of these letters for your information. 1In
addition, I am attaching an "Explanation and Justification" of
thls proposed bill which is necessarily classgified SECRET. The
classified portions of the text are enclosed in brackets. Dele-
tion of the classified material would make available appropriate
material for inclusion in a Committee report.

Your cooperation will be appreciated since I believe this
metter has considerable urgency. Please advise if I can provide
any additional informetion or be of any possible assistance.

Sincerely,

John A. McCone
Director

Enclosures - 3

Distribution:
0&1 - Addressee 1 - ExDir
1 -DCI 1l - Comptroller
1 - DDCI 2 - Leg Counsel
1 - ER 2 - D/Pers
1 - Db/s
S-E-C~R-E-T
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14 August 1962

Honorable Lyndon B. Johnson
President of the Senate
Washington, D. C.

Dear Mr. Johnson:

This letter transmits for the consideration of the Congress a proposed
amendment to the Central Intelligence Agency Act of 1949, as emended. The
proposed bill permits the Agency to improve its retirement program by author-~
izing the establishment of a retirement system corresponding to that of the
Forelgn Service. The Central Intelligence Agency needs to attract and retain
a force of highly motivated careerists who are intensively trained in unique
skills. However, the Agency is unable in fact to provide full-term careers
for many individual officers. In order to minimize the adverse effects of
necessary programs of managed attrition end to preserve its abillty to re-
cruit and retain the high caliber personnel it needs, the Agency must make
reasonable provision for the future of those individuals who must be sepa-
rated before completing a full-term career of thirty or so years. Therefore,
Section 3 of the proposed bill adds a new paragraph (g) to Section 5 of the
Central Intelligence Agency Act of 1949, as amended, authorizing the Director
of Central Intelligence to exercise the authority available to the Secretary
of State under the Foreign Service Act of 1946, as amended, in order to estab-
1ish a retirement and disability system corresponding to that available to
Foreign Service Officers for a limited number of Agency employees.

Since all provisions pertaining to the retirement of Forelgn Service
Officers are not contained in a single Title of the Foreign Service Act and
since it is possible that future amendments relating to retirement may occur
elsevhere than in Title VIII, which is entitled "The Foreign Service Retire-
ment and Disability System,” it is necessary to meke general provision for
the Director of Central Intelligence to adopt provisions of law applicable
to Foreign Service Officers for Agency employees. Additionelly, most of the
besic travel allowances and overseas benefits available to Foreign Service
personnel are authorized for Agency employees by existing Section 4 of the
Central Intelligence Agency Act of 1949, as amended. However, amendments to
the Foreign Service Act over the years have of necessity required the Agency
to seek legislation periodically in order to keep such authorities up to date
and uniform with those available to Foreign Service personnel. Consequently,
it is now proposed that the existing Section 4 of the Central Intelligence
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Agency Act be rescinded by Section 2 of the proposed bill. In lieu of the
rescinded authorities, the new Section 4 of the Central Intelligence Agency
Act authorizes the Director to adopt and apply to Agency employees provisions
of law applicable to Foreign Service personnel and to exercise with respect
to Agency Employees the authority aveilable to the Secretary of State for
the purpose of having Agency Employees accorded appropriate benefits, rights,
and allowances now authorized for Foreign Service Officers.

We conslder enactment of the proposed bill to be essential to the effec-
tive performance of our mission and would appreciate early and favorable
consideration. The Bureau of the Budget has advised that there is no objec-
tion to the presentation of the proposed bill to the Congress from the
standpoint of the Administration's program.

Sincerely,

John A. McCone
Director

Enclosure

Digtribution:

0&1 - Addressee
- DCI
- DDCI
- ER
- DD/s
- ExDir
Comptroller
- Leg Counsel
D/Pers
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A BILL
To amend the Central Intelligence Agency Act of 1949, as amended, and

for other purposes.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That this Ag

cited as the ""Central Intelligence Agency Act Amendments q
Sec. 2. The Central Intelligence Agency Act of 1949, as amended

g (50 U 8. Q. 403 (a) et seq. ), is further amended as follows:
g SO B LY

- gih' ection 4 add the following new paragraphs (1)(G) and (1)(H), and

)

(8):
R+ R "(1){(G) Pay the travel expenses of officers and employees of the
Agency and members of their families, while serving at posts specifically
designated by the Director for purposes of this paragraph, for rest and
recuperation to other locations abroad having different environmental
conditions than those at the post at which such officers and employees
are serving, provided that such travel expenses shall be limited to the
cost for each officer or employee and members of his family of one round
trip during any continuous two-year tour unbroken by home leave and two
round trips during any continuous three-year tour unbroken by home leave. "
: 7’0}/2””&/ p% "1)(H) Pay the travel expenses of members of the family

el op and enfs

accompanying, preceding, or following an officer or employee if, while

Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6
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he is enroute to his post of assignment, he is ordered temporarily for
orientation and training or is given other temporary duty;"
Trurmin %w . '(8) Provide appropriate orientation and language training to
C/Q_/,-ﬂ/‘(c @‘,g;fj'
members of family of officers and employees of the Agency in antici-
pation of the assignment abroad of such officers and employees, or
while abroad."
)
' Amend section 4 (3) (A) to read as followa:
%mﬂ /e,u/(, "(3) (A) Order to any of the several States of the United States
/[,ﬂpﬁ?‘lfs
of America (including the District of Columbia, the Commonwealth of
Puerto Rico, and any territory or possession of the United States) on
statutory leave of absence each officer or employee of the Agency who
was a resident of the United States (as described above) at the time of
employment, upon completion of three years' continuous service abroad
or as soon as possible thereafter and may so order after completion of
eighteen months such service."
”,(Zf Amend section 4 (5) by striking out subsections (A) and (C)

and inserting in lieu thereof the following new paragraphs (A) and (C):

%J‘,W/ea,,e_/ ""(A) In the event an officer or employee of the Agency or one of
4”4/’//&:,,/5 it
7

%M- 0/

;}is dependents, requires medical care, for illness or injury not the result
of vicious habits, intemperance or misconduct, while on assignment

abroad in a locality where there is no qualified person or facility to provide

Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6
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such care, pay the travel expenses of such person by whatever means
he shall deem appropriate, including the furnishing of transportation,
and without regard to the Standardized Government Travel Regulations and
section 10 of the Act of March 3, 1933, as amended (60 Stat, 808;
5U.S.C. 73b), to the nearest locality where suitable medical care can
be obtained and on his recovery pay for the travel expenses of his return
to his post of duty. If any such officer, employee, or dependent is too ill
to travel unattended, or in the case of a dependent too young to travel
alone, the Director may also pay the round-trip expenses of an
attendant or attendants, "

adrc:m' care "(C) (i) In the event of illness or injury requiring hospitalization or

. ;0 #0 7 e s

similar treatment of an officer or employee of the Agency, not the
result of vicious habits, intemperance, or misconduct on his part, pay
for the cost of treatment of such illness or injury.

A/Z—Ua{ 0] Cwve - "(ii) In the event a dependent of an officer or employee of the Agency
C"l"{S

@%M'Q/ who is stationed abroad, incurs an illness or injury while such dependent is
located abroad, which requires hospitalization or similér treatment, and
which is not the result of vicious habits, intemperance, or misconduct
on his part, pay for that portion of the cost of treatment of each such illness
or injury that exceeds $35 up to a maximum limitation of one hundred and
twenty days of treatment for each such illness or injury, except that such

maximum limitation shall not apply whenever the Director, on the basis of

3
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professional medical advice, shall determine that such illness or injury

clearly is caused by the fact that such dependent is or has been located

I

o (F) \
\ ,(4{In sgction 5, add the following new paraéraphs (g) and (h); EL)W*’/E:));

/‘“ "(g) Where an offlcer or employee of another\quernment agency
r

~—

7 transfers with the consent of such agency and is appointed to a position in

the Agency, such an officer or employee shall be entitled upon separation

from the Agency, 'to reinstatement to the position occupied at the time of

\

/// appointment or 'taa\position of comparable salary in such other Government
A " h
R
\ ”(‘ﬁ'f Paragr,a‘pﬁ (4) of section 104 (a) of the Internal Revenue Code

of 1954"(26 Ug S.C. 104 (a)§(4) (relating to the exclusion from gross income
of compensation for injuries and sickness) is hereby amended to read as
follows:

""(4) amounts received as a pension, annuity, or similar allowance
for personal injuries or sickness resulting from active service in the
armed forces of any country or in the Coast and Geodetic Survey or the
Public Health Service, or as a disability annuity payable under the
provisions of section 831 of the Foreign Service Act of 1946, as amended
(22 U.S. C, 1081; 60 Stat. 1021), or as a disability annuity payable under
Title II of the Central Intelligence Agency Act of 1949, as amended

T

" (50 U.S. C. 4037(a) et seq. ).

/9 | C/ )
C\V@psfﬂSO/d/{“’ls 4
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ec, Insert the heading "TITLE I -~ Definitions and General
g\/u a “/Authontwa” before the section title, "Definitions, " of section 1 of the

! :‘-//
€Y L Central Intelhgence Agency Act of 1949, as mmdeg‘W’
POt

Seca 4, ¢ The Central Intelligence Agency Act of 1949,73as amended,

is further amended by_ the addition of TITLE II as follows:

"TITLE II -- THE CENTRAL INTELLIGENCE AGENCY
RETIREMENT AND DISABILITY
SYSTEM
"Part A -- Establishment of System
"Rules and Regulations
"Sec. 201l. (a) The Director may prescribe rules and regulations for
the establishment and maintenance of a Central Intelligence Agency Retirement
and Disability System, referred to hereafter as the System.
'"(b) The Director shall administer the System in accordance with such

rules and regulations and with the principles established by this Act.

'"Maintenance of Fund
"Sec. 202, The Secretary of the Treasury shall maintain the special
fund, known as the Central Intelligence Agency Retirement and Disability

Fund, referred to hereafter as the Fund.

"Participants
"Sec. 203, The Director may designate from time to time such
Agency officers and employees, hereafter referred to as Participants, who

shall be entitled to the benefits of the Sys‘temo
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" Annuitants

'"Sec. 204. (a) Annuitants shall be persons who are receiving
annuities from the Fund and all perlsons, including surviving wives and
husbands, widows, dependent widowers, children and beneficiaries of
participants or annuitants who shall become entitled to receive annuities
in accordance with the provisions of this Act.

"(b) When used in this title the term -~

"(1) "Widow' means the surviving wife of a participant who was
married to such participant for at least two years immediately preceding
his death or is the _mother of issue by such marriage.

"(2) "Dependent widower'" means the surviving husband of a
participant who was married to such participant for at least two years
immediately preceding her death or is the father of issue by such
marriage, and who is incapable of self-support by reason of mental
or physical disability, and who received more than one-half of his
support from such participant.

'"(3) '"Child"" means an unmarried child, under the age of eighteen
years, or such unmarried child regardless of age who because of physical
or mental disability incurred before age eighteen is incapable of self-
support. In addition to the offspﬁng of the participant and his or her
spouse the term includes (a) an ad0pted‘ child, and (b) a step-child or
recognized natural child who received rﬁore than one-half of his
support from the participant.

Approved For Release 2001/08/28 : CIA-RDP75B00380R000800100001-6
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""Part B - Compulsory Contributions

"Sec, 2ll. (a) Six and one-half per centum of the basic salary
received by each participant shall be contributed to the Fund for the
payment of annuities, cash benefits, refunds, and allowances. An
equal sum shall also be contributed from the respective appropriation
or fund which is used for payment of his salary. The amounts deducted
and withheld from basic salary together with the amounts so contributed
from the appropriation or fund, shall be deposited by the Central
Intelligence Agency in the Treasury of the United States to the credit
of the Fund,

"(b) Each participant shall be deemed to consent and agree to
such deductions from basic salary, and payment less such deductions
shall be a full and complete discharge and acquittance of all claims and
dermands what;oever for all regular services during the period covered
by such payment, except the right to the benefits to which he shall be
entitled under this Act, notwithstanding any law, rule, or regulation

affecting the individual's salary,
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"Part C -- Computation of Annuities
"Sec, 221, (a) The annuity of a participant shall be equalﬁ/
2 per centum of his average basic salary for the highest five chnsecutive
years of service, for which full contributions have bee ma@ﬁ%n’) the
/
Fund, multiplied by the number of years, not exceeding thirty-five, of
service credit obtained in accordance with the provisions of sections
251 and 252, In determining the aggregate périod of service upon which
the annuity is to be based, the fractional part of a month, if any, shall
not be counted,
"(b) At the time of retirement, any married participant may

elect to receive a reduced annuity and to provide for an annuity
payable to his wife or her husband, commencing on the date following
such participant's death and terminating upon the death of such surviving
wife or hasband, The annuity payable to the surviving wife or husband
after such participant's death shall be 50 per centum of the amount of
the participant's annuity computed as prescribed in paragraph (a) of this
section, up to the full amount of such annuity specified by him as the base
for the survivor benefits. The annuity of the participant making such
election shall be reduced by 2 1/2 per centurn of any amount up to $2, 400
he specifies as the base for the survivor benefit plus 10 per centum of any

amount over $2, 400 so specified,

8
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"(c) (1) If an annuitant dies and is survived by a wife or husband
and by a child or children, in addition to the annuity payable to the
surviving wife or husband, there shall be paid to or on behalf of each
child an annuity equal to the smallest of: (i) 40 per centum of the
annuitant's average basic salary, as determined under paragraph (a)
of this section, divided by the numi:er of children; (ii) $600; or (iii)
$1, 800 divided by the number of children,

'"(2) If an annuitant dies and is not survived by a wife or husband
but by a child or dhildren, each surviving child shall be paid an annuity
equal to the smallest of: (i) 50 per centum of the annuitant's average
basic salary, as determined under paragraph (a) of this section,
divided by the number of qhildren; (ii) $720; or (iii) $2,160 divided by
the number of children,

"(d) If a surviving wife or husband dies or the annuity of a child
is terminated, the annuities of any remainingghildren shall be recom-
puted and paid as though such wife, husband, or child had not survived
the participant.

(e} The annuity payable to a child under paragraph (c) or (d) of
this section shall begin on the first day of the next month after the par-

ticipant dies and such annuity or any right thereto shall be terminated
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upon death, marriage, or attainment of the age of eighteen years, except
that, if a child is incapable of self-support by reasons of mental or
physical disability, the annuity shall be terminated only when such
child dies, marries, or recovers from such disability,

'"(f) At the time of retirement an unmarried participant may
elect to recéive a reduced annuity and to provide for an annuity equal
to 50 per centum of the ieduced annuity payable after his or her death
to a beneficiary whose name shall be designated in writing to the
Director. The annuity payable to a participant making such election
shall be reduced by 10 per centum of an annuity computed as provided in
paragraph (a) of this section and by 5 per centum of an annuity so com-
puted for each full five years the person designated is younger than the
retiring participant, but such total reduction shall not exceed 40 per
centum. No such election of a reduced annuity payable to a beneficiary
shall be valid until the partid pant shall have satisfactorily passed a
physical examination as prescribed by the Director. The annuity payable
to a beneficiary under the provisions of this paragraph shall begin on the
first day of the ne xt month after the participant dies., Upon the death of
the surviving beneficiary all payments shall cease and no further annuity

payments authorized under this paragraph shall be due or payable.

10
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"Part D -- Benefits Accruing to Certain Participants

"Retirement for Disability or Incapacity --
Physical Examination -- Recovery
""Sec. 231. (a) Any participant who has five years of service credit
toward retirement under the System, excluding military or naval service
that is credited in accordance with provisions of section 251 or 252(a)(2),
and who becomes totally disabled or incapacitated for useful and efficient
service by reason of disease, illness, or injury not due to vicious habits,
intemperance, or willful misconduct on his part, shall, upon his own
application or upon order of the Director, be retired on an annuity computed
as prescribed in section 221. If the disabled or incapacitated participant
—
has(less than twenty)years of service credit toward his retirement under
the System at the time he is retired, his annuity shall be computed on
/ 37/1;.;
the assumption that he has had twenty years of service, but the additional
service credit that may accrue to a participant under this provision shall in
no case exceed the difference between his age at the time of retirement and
o- i
the mandatory retirement age applicable to his grade in the Agency.
"(b) In each case, the participant shall be given a physical examination
by one or more duly qualified physicians or surgeons designated by the

Director to conduct examinations, and disability shall be determined by the

Director on the basis of the advice of such physicians or surgeons., Unless the

disability is permanent, like examinations shall be made annually until the

annuitant has reached the statutory mandatory retirement age for his grade

-
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in the Agency. If the Director determines, on the basis of the advice
of one or more duly qualified physicians or surgeons conducting such
examinations that an annuitant has recovered to the extent that he can
return to duty, the annuitant may apply for reinstatement or reappointment
in the Agency within one year from the date his recovery is determined.
Upon application the Director may reinstate any such recovered disability
annuitant in the class in which he was serving at time of retirement, or the
Director may, taking into considération the age, qualifications, and
experience of such annuitant, and the present class of his contemporaries
in the Agency, appoint him to a grade higher than the one in which he was
serving prior to retirement. Payment of the annuity shall continue until a
date six months after the date of the examination showing recovery or until
the date of reinstatement or reappointment in the Agency, whichever is
earlier. Fees for examinations under this provision, together with
reasonable traveling and other expenses incurred in order to submit to
examination, shall be paid out of the Fund. If the annuitant fails to submit
to examination as required under this section, payment of the annuity shall
be suspended until continuance of the disability is satisfactorily established.
"(c) If a recovered disability annuitant whose annuity is discontinued
is for any reason not reinstated or reappointed in the Agency, he shall be
considered to have been separated within the meaning of section 234 as of
the date he was retired for disability and he shall, after the discontinuance of

the disability annuity, be entitled to the benefits of that section or of section
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241(a) except that he may elect voluntary retirement in accordance with the
provisions of section 233 if he can qualify under its provisions.

"(d) No participant shall be entitled to receive an annuity under
this Act and compensation for injury or disability to himself under the
Federal Employees' Compensation Act of September 7, 1916, as amended,
covering the same period of time. This provision shall not bar the right
of any claimant to the greater benefit conferred by either Act for any part
of the sBame period of time. Neither this provisicn nor any provision of the
Act of September 7, 1916, as amended, shall be 50 construed as to deny
the right of any person to receive an annuity under this Act by reason of his
own services and to receive concurrently any payment under such Act of
September 7, 1916, as amended, by reason of the death of any other person.

'""(e) Notwithstanding any provision of law to the contrary, the right
of any person entitled to an annuity under this Act shall not be effected
because such person has received an award of compensation in a lump
sum under section 14 of the Act of September 7, 1916, as amended, except
that where such annuity is payable on account of the same disability for which
compensation under such section has been paid, so much of such compensation
‘as has been paid for any period extended beyond the date such annuity becomes
effective, as deterﬁnined by the Secretary of Labor, shall be refunded to
the Department of Labor, to be paid into the Federal Employees' Com-

pensation Fund. Before such person shall receive such annuity he shall

(1) refund to the Department of Labor the amount representing such
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computed payments for such extended period, or (2) authorize the
deduction of such amount from the annuity payable to him under this

Act, which amount shall be transmitted to such Department for
reimbursement to such Fund. Deductions from such annuity may be

made from accrued and accruing payments, or may be prorated against
and paid from accruing Payments in such manner as the Secretary of
Labor shall determine, whenever he finds that the financial circumstances

of the annuitant are such as to warrant such deferred refunding.

14
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"Death in Service
'""Sec. 232. (a) In case a participant dies and no claim for annuity
is payable under the provisions of this Act, his contributions to the Fund,
with interest at the rates prescribed in sections 24l (a) and 281 (a), shall
be paid in the order of precedence shown in section 241 (b).
""(b) If a participant, who has at least five years of service credit
toward retirement under the System, excluding military or naval service
that is credited in accordance with the provisions of section 251 or 252 (a) (2),
dies before separation or retirement from the Agency and is survived by a
widow or a dependent widower, as defined in section 204, such widow or
dependent widower shall be entitled to an annuity equal to 50 per centum of
the annuity computed in accordance with the provisions of paragraph (e)
of this section and of section 221 (a). The annuity of such widow or dependent
widower shall commence on the date following death of the participant and
shall terminate upon death of the widow or dependent widower, or upon
the dependent widower's becoming capable of self-support,

"(c) If a participant who has at least five years of service credit

toward retirement under the System, excluding military or naval service
that is credited in accordance with the provisions of section 25loar
252 (a) (2), dies before separation or retirement from the Agency and is

survived by a wife or a husband and a child or children, each surviving

child shall be entitled to an annuity computed in accordance with the
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provisions of section 221(c)(l). The child's annuity shall begin and be
terminated in accordance with the provisions of section 221(e). Upon the
death of the surviving wife or husband or termination of the annuity of a
child, the annuities of any remaining children shall be recomputed and paid
as though such wife or husband or child had not survived the participant.
"(d) If a participant who has at least five years of service credit
toward retirement under the System, excluding military or naval service
that is credited in accordance with the provisions of section 251 or 252(a)(2),
dies before separation or retirement from the Agency and is not survived
by a wife or husband, but by a child or children, each surviving
child shall be entitled to an annuity computed in accordance with the
provisions of section 221{c})(2). The child's annuity shall begin and
terminate in accordance with the provisions of section 221(e). Upon
termination of the annuity of a child, the annuities of any remaining children
shall be recomputed and paid as though that child had never been entitled
to the benefit.
""(e) If, at the time of his or her death, the participant had less
than twenty years of service credit toward retirement under the System,
the annuities payable in accordance with paragraph (b) of this section
shall be computed in accordance with the provisions of section 221 on the
assumption he ar she has had twenty years of service, but the additional service

o

credit that may accrue to a deceased participant under this provision
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shall in no case exceed the difference between his or her age on the date
of death and the mandatory retirement age applicable to his or her grade in
the Agency. In all cases arising under paragraphs {b), (c), (d), or (e) of

this section, it shall be assumed that the deceased participant was qualified

for retirement on the date of his death.
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"Voluntary Retirement

"Sec. 233, Any participant in the Central Intelligence Agency
Retirement and Disability System who is at 1eas/t/fifty years_of age and

il

has rendered twenty years of )Aservicen may on his own application and ’“’74/2::“-

with the consent of the Director be retired from the Agency and receive

benefits in accordance with the provisions of section 221,
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"Discontinued Service Retirement

"Sec. 234, (a) Any participan\t who separates from the Agency
after obtaining at least five years of service credit toward retirement
under the System, excluding military or naval service that is credited in
accordance with the provisions of section 251 or 252 (a) (2), may, upon
separation from the Agency or at any time prior to becoming eligible for
an annuity, elect to have his contributions to the Fund returned to him in
accordance with the provisions of section 241, or (except in cases where
the Director determines that separation was based in whole or in part
on the ground of disloyalty to the United States) to leave his contributions
in the Fund and receive an annuity, computed as prescribed in section 221,
commencing at the age of sixty years,

"(b) If a participant who has qualified in accordance with the
provisions of paragraph (a) of this.section to receive a dezférred annuity
commencing at the age of sixty dies before reaching the age of sixty his
contributions to the Fund, with interest, shall be paid in acgordance with
the provisions of sections 241 and 281, |

"(c) The Director may in his discretion retire participants in
Grade GS-14 and above to promote the efficiency of the Agency and they
shall receive retirement benefits in accordance with the provisions of

section 221,

19
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"(d) The Director may in his discretion retire participants in
Grade GS-13 and below to promote the efficiency of the Agency and each
such officer shall receive--

'""{1) one-twelfth of a year's salary at his then current salary rate
for each year of service and proportionately for a fraction of a year, but
not exceeding a total of one year's salary at his then current salary rate,
payable without interest, fr_om the Central Intelligence Agency Retirement
and Disability Fund, in three equal installments on the lst day of January
following the officer's retirement and on the two anniversaries of this
date immediately following: Provided, That in special cases, the
Director may in his discretion accelerate or combine the installments;
and

'""(2) a refund of the contributions made to the Central Intelligence
Agency Retirement and Disability Fund, with interest as provided in
section 241 (a), except that in lieu of such refund such officer, if he
has at least five years of service credit toward retirement under the
Central Intelligence Agency Retirement and Disability System, excluding
military or naval service that is credited in accordance with the
provisions of section 251 or 252 (a), may elect to receive retirement
benefits on reaching the age of sixty in accordance with the provisions
of section 221, In the event that an officer who was separated from Grade

GS-13 or GS~12 and who has elected to receive retirement benefits dies

20
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before reaching the age of sixty, his death shall be considered a death

in service within the meaning of section 232. In the event that an officer
who was separated from Grade GS-1l or below and who has elected to receive
retirement benefits dies before reaching the age of sixty, the total amount

of his contributions made to the Central Intelligence Agency Retirement

and Disability Fund, with interest as provided in section 24l(a), shall

be paid in accordance with the provisions of section 241 (b).

'""(e) Notwithstanding the provisions of section 3477 of the Revised
Statutes, as amended (31 U.S.C. 203) or the provisions of any other law,
an Agency officer who is retired in accordance with the provisions of
section 234 (d) shall have the right to assign to any person or corporation
the whole or any part of the benefits receivable by him pursuant to
paragraph (d) (1) of this section. Any such assignment shall be on a
form approved by the Secretary of the Treasury and a copy thereof shall
be deposited with the Secretary of the Treasury by the officer executing

the assignment.
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""Mandatory Retirement for Age

"Sec, 235, (a) Any participant in the System in Grade GS-18 or
above, shall upon reaching the age of sixty-five, be retired from the Agency
and receive retirement benefits in accordance with the provisions of section
221, but whenever the Director shall determine it to be in the public interest,
he may extend such an officer's service for a period not to exceed five
years,

"(b) Any participant in the System, other than in Grade GS-18 or
above, shall upon reaching the age of sixty, be retired from the Agency
and receive retirement benefits in accordance with the provisions of
section 221, but whenever the Director shall determine it to be in the
public interest, he may extend such an officer's service for a period not

to exceed five years.
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"Part E -- Disposition of Contributions and Interest in Excess of

Benefits Received

""Sec. 24l. (a) Whenever a participant becomes separated from the
Agency without becoming eligible for an annuity or a deferred annuity in
accordance with the provisions of this Act, the total amount of contributions
from his salary with interest thereon at 4 per centum per annum, compounded
annually as of December 31, and proportionately for the period served
during the year of separation including all contributions made during or
for such period, except as provided in section 281, shall be returned to
him.,

"(b) In the event that the total contributions of a retired participant,
other than voluntary contributions made in accordance with the provisions
of section 281, with interest at 4 per centum per annum compounded annually
as is provided in paragraph (a) of this section added thereto, exceed the
total amount returned to such participant or to an annuitant claiming through
him, in the form of annuities, accumulated at the same rate of interest up
to the date the annuity payments cease under the terms of the annuity, the
excess of the accumulated contributions over the accumulated annuity
payments shall be paid in the following order of precedence, upon the
establishment of a valid claim therefor, and such payment shall be a bar

to recovery by any other person:
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'""(1) To the beneficiary or beneficiaries designated by the retired
participant in writing to the Director;

{2) If there be no such beneficiary, to the surviving wife or
husband of such participant;

'"{3) If none of the above, to the child or children of such participant,
and descendants of deceased children by representation;

'"(4) If none of the above, to the parents of such participant or the
survivor of them;

"(5) If none of the above, to the duly appointed executor or
administrator of the estate of such participant;

'"(6) If none of the above, to other next of kin of such participant
as may be determined by the Director in his judgment to be legally
entitled thereto.

"(c) No payment shall be made pursuant to paragraph (b) (6) of
this section until after the expiration of thirty days from the death of

the retired participant or his surviving annuitant.
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"Part F -- Period for Service for Annuities

"Computation of Liength of Service

""Sec. 251. For the purposes of this title, the period of service
of a participant shall be computed from the date he becomes a participant
under the provisions of this Act, but all periods of separation from the
Agency and 8o much of any leaves of absence. without pay as may exceed
six months in the a'ggregate in any calendar year shall be excluded,
except leaves of absence while receiving benefits under the Federal
Employees' Compensation Act of September 7, 1916, as amended, and
leaves of absence granted partipants while performing active and
honorable military or naval service in the Army, Navy, Air Force,

Marine Corps, or Coast Guard of the United States.
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"Prior Service Credit
""Sec. 252. (a) A participant may, subject to the provisions of
this section, include in his period of service --

"(1) civilian service in the executive, judicial, and legislative
branches of the Federal Government and in the District of Columbia
government, prior to hecoming a participant; and

""(2) active and honorable militz;.ry or naval service in the Army,
Navy, Marine Corps, Air Force, or Coast Guard of the United States.

"(b) A person may obtain prior civilian service credit in accordance
with the provisions of paragraph (a) (1) of this section by making a special
contribution to the Fund equal to 5 per centum of his basic annual salary
for each year of service for which credit is sought prior to November 8,
1960, and at 6 1/2 per centum thereafter with interest compounded annually
at 4 per centum per annum to the date of payment. Any such person may,
under such conditions as may be determined in each instance by the
Director, pay such special contributions in installments.

"(c)(1) If an officer or employee under some other Government
retirement system, becomes a participant in the System by direct transfer,
such officer or employee's total contributions and deposits, including interest
accrued thereon, except voluntary contributions, shall be transferred% to

d
the Fund effective as of the date such officer or employee becomes a

participant in the System. Each such officer or employee shall be deemed
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to consent to the transfer of such funds and such transfer shall be a
complete discharge and acquittance of all claims and demands against
the other Government retirement fund on account of service rendered prior to
becoming a participant in the System.

''(2) No officer or employee, whose contributions are transferred to
the Fund in accordance with the provisions of paragraph (c)(l) of this
section, shall be required to make contributions in addition to those
transferred, for periods of service for which full contributions were made
to the other Government retirement fund, nor shall any refund be made to any
such officer or employee on account of contributions made dﬁring any period
to the other Government retirement fund, at a higher rate than that fixed
by section 211 of this Act for contributions to the Fund.

"(3) No officer or employee, whose contributions are transferred to
the Fund in accordance with the provisions of paragraph (c)(1l) of this
section, shall receive credit for periods of service for which a refund of
contributions has been made, or for which no contributions were made to the
other Government retirement fund. A participant may, however, obtain credit
for such prior service by making a special contribution to the Fund in
accordance with the provisions of paragraph (b) of this section.

"(d) No participant may obtain prior civilian service aedit toward
retirement under the System for any period of civilian service on the basis of

which he is receiving or will in the future be entitled to receive any annuity
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under another retirement system covering civilian personnel of the
Government,

'""(e) A participant may obtain prior military or naval service credit
in accordance with the provisions of paragraph (a) (2) of this section by
applying for it to the Director prior to retirement or separation from the
Agency., However, in the case of a participant who is eligible for and
received retired pay on account of military or naval service, the period
of service upon which such retired pay is based shall not be included, except
that in the case of a participant who is eligible for and receives retired
pay on account of a service-connected disability incurred in combat with an
enemy of the United States or caused by an instrumentality of war and
incurred in line of duty during a period of war (as that term is used in
chapter 11 of title 38, United States Code), or is awarded under chapter 67
of title 10 of the United States Code, the period of such military or naval
service shall be included. No contributions to the Fund shall be required in
connection with military or naval service credited to a participant in

accordance with the provisions of paragraph (a) (2) of this section.
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"Credit for Scrvice While on Military Leave
"Sec, 254. Contributions shall not be required covering periods of
leave of absence from the Apgency granted a participant while performing
active military or naval service in the Army, Navy, Air Force, Marine

Corps, or Coast Guard of the United Siates,

29
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'"Part G -- Moneys
" Estimate of Appropriations Needed

""Sec., 261, The Secretary of the Treasury shall prepare the
estimates of the annual appropriations required to be made to the Fund,
and shall make actuarial valuations of such funds at intervals of five
years, or oftener if deemed necessary hy him. The Director may expend
from money to the credit of the Fund én amount not exceeding $5, 000 per
annum)for the incidental expenses necessary in administering the

provisions of this title, including actuarial advice.
""Investment of Moneys in the Fund

"Sec. 262. The Secretary of the Treasury shall invest from time
to time in interest-bearing securities of the United States such portions of
the Fund as in his judgment may not be immediately required for the
payment of annuities, cash benefits, refunds, and allowances, and the

income derived from such investments shall constitute a part of such Fund.
"Attachment of Moneys

"Sec. 263, None of the moneys mentioned in this title shall be
assignable either in law or equity, or be subject to execution, levy,
attachment, garnishment, or other legal process, except as provided in

section 234 (e).
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"Part H -- Annuitants Recalled, Reinstated or Reappointed in

the Service or Reemployment in the Government
"Recall

"Sec, 271, (a) The Director may recall any annuitant to duty in the
Agency whenever he shall determine such recall is in the public interest.
"(b) Any annuitant recalled to duty in the Agency or reinstated or
reappointed in accordance with the provisions of section 231 (b) shall,
while so serving, be entitled in lieu of his annuity to the full salary
of the grade in which he is serving, During such service, he shall
make contributions to the Fund in accordance with the provisions of
section 211, When he reverts to his retired status, his annuity shall

be determined anew in accordance with the provisions of section 221.
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"Reemployment Compensation

"Sec. 272, (a) Notwithstanding any other provision of law, any
officer or employee of the Agency, who has retired under this Act,
as amended, and is receiving an annuity pursuant thereto, and who is
reemployed in the Federal Government service in any:appointive
position either on a pﬁrt -time or full-time basis, shall be entitled to
receive the salary of the position in which he is serving plus so much
v of his annuity payable under this Act, as amended, which when com-
bined with such salary does not exceed during any calendar year the
basic salary such officer or employee was entitled to receive on the
date of his retirement from the Agency. Any such reemployed officer
or employee who receives salary during any calendar year in excess of
the maximum amount which he may be entitled to receive under this
paragraph shall be entitled to such salary in lieu of benefits thereunder,

'""(b) When any such retired officer or employee of the Agency is
reemployed, the employer shall send a notice to the Central Intelligence |
Agency of such reemployment together with all pertinent information
relating thereto, and shall pay directly to such officer or employee the

salary of the position in which he is serving.
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"(c) In the event of any overpayment under this section, such
overpayment shall be recovered by withholding the amount involved from
the salary payable to such reemployed officer or employee, or from any
other moneys, including his annuity, payable in accordance with the

provisions of this title,
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"Reemployment
"Sec. 273. Notwithstanding the provisions of title 5, United
States Code, section 62, and title 5, United States Code, section 715a,
an Agency officer or employee heretofore or hereafter retired under the
provisions of this Act shall not, by reason of his retired status, be barred
from employment in Federal Government service in any appointive position
for which he is qualified. An annuitant so reemployed shall serve at the

will of the appointing officer,
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"Partl -- Voluntary Contributions

""Sec., 28l. (a) Any participant may, at his option and under such
regulations as may be prescribed by the Director, deposit additional
sums in multiples of 1 per centum of his basic salary, but not in excess
of 10 per centum of such salary, which amounts together with interest
é.t 3 per centum per annum, compounded annually as of December 31, and
proportionately for the period served during the year of his retirement,
including all contributions made during or for such period, shall, at the
date of his retirement and at his election, be -~

" (1) returned to him in lump sum; or

' (2) used to purchase an additional life annuity; or

" (3) used to purchase an additional life annuity for himself and
to provide for a cash payment on his death to a beneficiary whose name
shall be notified in writing to the Director by the participant; or

"' {4) used to purchase an additional life annuity for himself and
a life annuity commencing on his death payable to a beneficiary whose
name shall be notified in writing to the Director by the participant
with a guaranteed return to the beneficiary or his legal representative
of an amount equal to the cash payment referred to in paragraph 3,

" (b) The benefits provided by subparagraphs 2,3, or 4 of paragraph
(a) of this section shall be actuarially equivalent in value to the payment

provided for by paragraph (a) (1) of this section and shall be calculated
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upon such tables of mortality as may be from time to time prescribed
for this purpose by the Secretary of the Treasury.

'""(c) In case a participant shall become separated from the Agency
for any reason except retirement on an annuity, the amount of any
additional deposits with interest at 3 per centum per annum, compounded
as is provided in paragraph (a) of this section, made by him under the
provisions of this paragraph shall be refunded in the manner provided
in séction 24l for the return of contributions and interest in the case of
death or separation from the Agency.

"(d) Any benefits payable to an officer or to his beneficiary in
respect to the additional deposits provided under this paragraph shall be

T

in addition to the benefits otherwise provided under this title.
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EARLY RETIREMENT PROPOSAL

The purpose of the proposed legislation (HR 12923) 1s to make
available to limited numbers of Agency employees s retirement system
similar to that of the Foreign Service. The Agency has concluded that
this system is urgently needed and basically fits our requirements.

Since Mr. McCone took over, he has conducted a thorough review of
Agency management and personnel. While the Director has found that the
reople in the Agency are of unusual competence and dedication, the nature
of the work involved in our operations calls for a young and resilient
group of employees. A certain Percentage of people will not be sble to
look forward to a full working career of 30 or more years.

Those Agency employees affected aré obligated to serve anywhere in
the world as in the Foreign Service and the military and unlike the normal
Civil Service employee. The Civil Service Retirement Act is not designed
for such people. The Foreign Service retirement system has been developed
over the yeérs to meet the needs of a gervice consisting of people who are
required and do spend the major part of their careers abroad. Consequently,
we believe that adopting a system similar to the Foreign Service will ful-
i1l our needs. This system will enable us fo keep a younger service by
retiring people earlier and giving them a more equitable annuity.

We are Just finishing an Agency reduction-in-force program involving
about 150 people. These were occupationally surplus, i.e., based on our
specialized needs and in accord with our manpower aligmments they were
excess. This exercise has created considerable restiveness among some of
our employees and we feel that & new Program such as this will reassure

this group that their dedication is belng recognized by the provision of

& more appropriate retirement system.
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STATEMENT RE URGENCY OF ACTION ON EARLY RETIREMENT PROPOSAL

There have been several events in the pest year or so which contribute
to a sense of urgenecy in obtaining authority for an adequate retirement pro-
gram for Agency personnel engaged in or supporting foreign intelligence
operations.

Principal among these has been the morale impact of the Agency's current
program for the geparation of personnel made surplus through their inability
to fulfill the requirements of mobility and universal asgsignability which are
necessary for service in foreign ingelligence operations. While a number of
these people were reassigned to appropriate positions in other parts of the
Agency and an additional number have located sultable employment elsewhere,
there vere still a significant mumber of individusl cases in which a careerist
in late middle age was, or 1s to be, released without adequate provision for
his future. Such cases are well known to other careerists who are concerned
that in a few years they too might find themselves in the same situation, a
situation which our proposed retirement brogrem is designed to overcome.
Announcement of an early retirement program at this time would provide tangible
evidence to employees of the Agency's determination to solve in a more humane
fashlon 1ts manpower problems. On a broader scale, 1t would assure employees
of concern at Agency and Govermment level for their velfare.

Another important factor erguing for immediate action on this proposal is
its usefulness in our recruiltment brogram. The Agency has experienced increas-
ing difficulty in obtailning a sufficient number of Promising young men and
women to join its service on a career basis. Obviously, all of our difficul-
ties are not attributable to deficiencies in our retirement program. However,
ve feel sure that one of these is a growing awareness among the body of poten-
tial candidates of the Agency's inability to provide full-term careers to
many of its intelligence officers. Since recruitment at the college and uni-
versity level for the 1963 graduate begins in the fall of the year, it is
essential that action be taken on this proposal now if we are to realize its
benefits in recruitment for the ensuing year.
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